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PHILIPPINES: KEY ECONOMIC INDICATORS 
____ dn millions of U.S, dollars unless noted 001 
1987 a/ 
eile aia vas 1984 1985 1986 Projections 
Domestic Economy 
Population (millions) [(est.) 53.4 54.7 56.0 57.4 
Population growth (%j 2.50 2.47 2.44 2.41 
GDP in current dollars b/ 32,367 32,754 30,742 32,569 
GNP in current dollars b/ 31,582 31,951 30,133 31,863 
Per capita GDP, current dollars b/ $607 $599 $549 $568 
GDP in pesos (1972=100) % change (6.00) (4.39) 1.08 6.7 
GNP in pesos (1972=100) % change (7.07) (4.23) 1.51 6.5 
Consumer Price Index % change 50.3 23.1 0.8 5.2 
Production and Employment 
Labor force (1,000s) 20,863 21,329 21,499 22,205 
Unemployment (avg. % for year) 10.7 11.01 11.8 10.6 
Industrial production (1972=100) 
% change (gross value added) (10.2) (10.2) (2.7) 9.1 
National government deficits % of GNP (1.9) (1.9) (4.7) (3.1) 
Balance of Payments 
Exports (F.0.B.) 5,391 4,629 4,842 5,275 
Imports (F.0.B.) 6,070 5,111 5,044 6,000 
Trade balance (679) (482) (202) (725) 
Current-account balance (1,116) (77) 1,022 r/ 370 
Foreign direct investment (new) c/ 147 247 74 N/A 
Foreign debt(total forex Liab.){year-end) 25,418 26,252 28,256 29,000 
Debt-service paid (principal & interest) 2,808 2,738 2,937 2,768 
Debt-service owed (maturing obligations) 3,041 4,209 4,182 4,282 
Debt-service ratio as % of exports 
of goods and services d/ 35.0 34.6 34.0 30.5 
Foreign exchange reserves (year-end) e/ 886 1,061 2,459 3,400 
Average exchange rate for year (P/US$) 16.698 18.607 20.386 21.6 
Foreign Investment f/ 
Total (cumulative) (8/86) 2,354 2,601 2,675 WA 
U.S. (cumulative) (8/86) 1,306 1,461 1,500 N/A 
U.S. share (%) 55.5 56.2 56.1 N/A 
U.S,—Philippines Trade 
U.S. exports to Philippines (F.0.B.) 1,627 1,283 1,256 N/A 
U.S. imports from Philippines (F.0.B.) 2,048 1,652 19717 WA 
U.S. trade balance with Philippines (421) (369) (461) N/A 
U.S. share of Philippine exports (%) 38.0 35.7 35.5 WA 
U.S. share of Philippine imports (%) 26.8 25.1 24.9 N/A 
U.S. bilateral aid (fiscal year) 
Economic (includes food aid) 107.5 182.3 385.9 337.1 
Military (includes training) 51.5 42.2 105.1 52.6 
Principal U.S. exports (1986): Materieals/accessories for manufacture of semi--conductors 
(consignment basis), $380M; mach/transport, $254M; food, $174M; chemicals, $134M; 
manufactured goods, $66M; textiles (consignment basis), $59M. 
Principal U.S. imports (1986): Garments, $352M; manufactured goods, $354M; food, $312 M; 
semi-conductor devices and other electrical eqpmt, $266M, 
a/Government targets. 
b/Peso values converted to dollars, using average exchange rate for the period. 
c/CB-approved direct foreign equity investment. 
d/Debt service paid as % of goods and services. 
e/Official international reserves. 
f/CB-approved direct foreign equity investments from February 1970. 
p/Preliminary. r/Revised, 
Sources: Central Bank, National Economic & Development Authority, National Census and 
Statistics Office, Department of Labor, Department of Finance, USAID 





SUMMARY 


The Philippine economy finally reversed its long decline and 
achieved Gross Domestic Product (GDP) growth of 1.08 percent in 
1986. Gross National Product (GNP) grew by a higher 1.5l 
percent. Most of the growth occured in the second semester of 
the year, and by the third quarter all sectors of the economy 
recorded positive growth. For the year, the agricultural and 
services sectors grew by 3.74 percent and 2.26 percent, 
respectively. The industrial sector contracted by 2.74 percent, 
about one-fourth of the decline that sector faced in 1985. 
However, by the third quarter even the industrial sector 
registered growth as government construction expenditures 
directed into "pump-priming" began to take effect. The services 
sector generally benefitted from the growth in services 
utilization by the recovering industrial sector and increased 
government services expenditures. 


Inflation was effectively eliminated in 1986, as the average 
consumer price index (CPI) rose by an insignificant 0.76 

percent. Prices fell during the second quarter of the year as 
lower world oil prices were passed on to the economy. Interest 
rates fell as inflation abated. After election-period 
uncertainty, the peso stabilized in the 20.4-20.6 per dollar 
range, and ended 1986 7.9 percent below its end-1985 level 
against the dollar and down 16.2 percent in real effective terms. 


The 1986 balance of payments reached $1.32 billion, about 55 
percent of the 1985 level which was boosted by the impact of 
rescheduling and new money inflows. However, the billion dollar 
current account surplus was a sharp improvement over 1985. A 
smaller capital account surplus, stemming from reduced 
rescheduling-related benefits, offset the current account 
performance somewhat. The United States remained the 
Philippines' largest trading partner, with Japan number two and 
the EEC ranking third. The Philippines ran a $461 million trade 
Surplus with the U.S. in 1986. 


The minimum wage was not raised in 1986. Due to population 
growth, real personal consumption expenditures fell by 1.5 
percent on a per capita basis. 


Net investment fell 13.1 percent in 1986. Faced with large 
excess capacity in many industries, businessmen generally choose 
to watch the economy's progress a bit longer before expanding. 
The first quarter of 1987 has shown some increase in both 
domestic and foreign investment as the "“wait-and-see" attitude 
of 1986 began to fade. 


The government is projecting 6.5 percent GNP growth this year, 
and private forecasters have been raising their projections 
toward this level. Strong first quarter GNP growth, initially 
estimated by the government at 5.53 percent, is an encouraging 
signal for 1987 growth. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC PERFORMANCE: After two consecutive years of economic 
contraction -- roughly 6 percent in 1984 and another 4.4 
percent in 1985 -- the Philippine economy, as measured by real 
Gross Domestic Product (GDP), finally reversed its decline with 
positive growth of 1.1 percent in 1986. Improvement in 
domestic output began during the second half of the year, with 
the 3.3 percent growth rate in the second semester more than 
offsetting the 1.0 percent contraction posted during the first 
half. Agriculture, practically the only growth sector in 
recent years, expanded by another 3.7 percent in 1986. The 
services sector generated a 2.3 percent increase following 
successive declines in 1984 (7.4 percent) and 1985 (4.6 
percent). Industrial sector output, while contracting by 2.7 
percent during the year, did register encouraging third and 
fourth quarter improvements of 1.0 percent and 4.1 percent, 
respectively -- the first positive performance since the third 
quarter of 1983. Gross National Product (GNP), down by 7.1 
percent in 1984 and by another 4.2 percent in 1985, also grew 
by 1.5 percent. 


In agriculture, gains were posted in crops, fisheries, and 
livestock and poultry, but there was another decline in 
forestry. While sugarcane production continued to lose ground, 
gains posted by other major crops (rice, corn, coconut, 

bananas) produced 4.6 percent growth in overall crop production. 


Manufacturing and basic utilities (i.e. electricity, gas and 
water) were the growth areas in industry, expanding by 0.8 
percent and 8.0 percent, respectively. Manufacturing, a major 
component of industrial sector output, began a gradual upturn 
beginning in the second quarter of 1986 after ten quarters of 
successive contraction. This upturn reflected the growth of 
twelve out of twenty industry groups, compared with only six 
the year before. Construction, as well as mining and 
quarrying, dampened gains posted by manufacturing and basic 
utilities. Construction, which declined by 23.7 percent in 
1984 and by another 27.4 percent in 1985, fell by another 20.6 
percent in 1986. Government pump-priming efforts, which 
produced encouraging third and fourth quarter growth rates (of 
9.1 percent and 16.1 percent, respectively) in government 
construction, as well as an 11.7 percent upturn in private 
sector construction activity during the last quarter of the 
year, failed to offset losses arising from steep declines in 
earlier quarters. Mining and quarrying, down by 11.9 percent, 
was adversely affected by weak metal prices in the world market 
and by the depressed construction industry. Even gold output 
contracted despite favorable international price developments. 


The services sector, down by 7.4 percent in 1984 and by 4.6 
percent in 1985, grew by 2.3 percent in 1986 due to increased 
economic activity which somewhat revived demand for transport 
and communications (up 2.6 percent) and trade (up 1.9 percent). 
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Government services, down by 2.4 percent in 1985, were given 
more emphasis in 1986 and also contributed to a positive 
services sector performance. Private sector services fell by 
another 0.9 percent, although the rate of decline has narrowed 
due to some recovery in tourism-related services (i.e. hotel 
and restaurant, recreation). Finance and housing, which 
contracted sharply in both 1984 and 1985, expanded by 1.9 
percent in 1986 due to the notable turnaround posted in banking 
sector services and the recovery in insurance and real estate. 


On the expenditure side, real personal consumption and 
government consumption expanded by 0.9 percent and 4.2 percent, 
respectively. In per capita terms, however, real personal 
consumption expenditures continued to slide by 1.5 percent. 
Government consumption expenditures, which contracted in both 
1984 and 1985, posted a 4.2 percent growth rate in 1986 mostly 
due to increases in compensation as the Philippine Government 
took steps to improve its employees' salaries. Maintenance and 
other operating expenditures, subject to budget cuts since 
1983, fell by another 0.8 percent in 1986 and require urgent 
attention to prevent further deterioration of existing 
infrastructure. Fixed capital formation registered another 
two-digit contraction (14.8 percent) following even steeper 
declines of 32.2 percent in 1984 and another 24.2 percent in 
1985 as construction remained depressed during the first 
semester. In July 1986, the government launched a Community 
Employment and Development Program (CEDP) which generates 
rural-based government infrastructure projects that create 
off-farm employment opportunities. Construction appears headed 
towards an upswing, with third and fourth quarter expenditures 
up by 4.2 percent and 10.4 percent, respectively, following 
twelve consecutive quarters of contraction. Investment in 
durable equipment fell by another 2.9 percent in 1986 and 
contributed to the contraction in fixed capital formation. 

This decline, however, is a big improvement over the sharp 
two-digit contractions during both 1984 and 1985, as improved 
industrial sector activity began to arrest the decline in the 
demand for machinery and equipment. The year 1986 also 
witnessed an inventory build-up following two consecutive years 
of de-stocking. 


The Philippines posted an average inflation rate of 0.76 
percent in 1986, providing some respite from the double-digit 
inflation rates recorded in 1984 (50.3 percent) and 1985 (23.1 
percent). Negative inflation rates on a year-to-year basis 
have, in fact, been recorded since July 1986, although 
month-to-month changes have been moving up gradually since July 
1986. After a post-election mop-up of excess liquidity in 
early 1986, monetary authorities opted to pursue a looser 
monetary thrust for the rest of the year in order to spur 
economic activity. Required reserves on deposit liabilities 
were lowered twice during the year. There was little risk of 
restarting inflation due to the the overcapacity situation of 
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many industries, declining oil prices, and the weak domestic 
purchasing power. Philippine economic planners expect 
inflation to average about 5.5 percent in 1987 with more 
pronounced improvements in both consumption and investment. 
Domestic interest rates were allowed to drop for most of the 
year after the post-election liquidity mop-up which temporarily 
prompted somewhat higher rates on government I0Us. Real 
interest rates have remained strongly positive. 


INVESTMENT: 1986 was generally a year of "wait-and-see" for 
investors. In an economy faced with excess capacity in many 
manufacturing sectors, producers could afford to allow the 
recovery to develop before expanding production facilities. 
According to the Securities and Exchange Commission (SEC) data 
on corporate registrations, net investment fell 13.1 percent 
from 1985 levels. New investment fell 23.7 percent, while 
additional investments (expansions) fell 27.1 percent. New 
foreign investment increased by 20.8 percent from a very small 
base to dollars 3.2 million, while foreign expansions fell by 
43 percent. Overall, foreign investment fell by 40.7 percent, 
despite the introduction of the debt-to-equity conversion 
mechanism. Corporate dissolutions fell off substantially (73 
percent) from the exceptionally high level seen in 1985, which 
was affected by the break-up of the coconut monopoly. Data for 
the first quarter of 1987 show a limited but encouraging 
increase in both new domestic investment and business 
expansions (domestic and foreign). 


The stock market returned to life in 1986 following the change 
of governments. The immediate surge in the nearly-dead market 
indicated resumed investor confidence after February 1986. For 
the year, stock market turnover was valued at approximately 

$401 million, an increase of 297 percent over 1985. Declining 
interest rates on alternative financial investments helped 
increase the attractiveness of stock market investments in 1986. 


A privatization program was launched in December 1986 with the 
establishment of the Assets Privatization Trust (APT). Recent 
government decisions have directed APT proceeds into the 
government's planned accelerated land reform program. The new 
debt-to-equity swap program, launched in August 1986, has been 
met with high interest. The first swaps were approved in 
September, but the pace of swap approvals hé.s been relatively 
slow, partially out of concern for the impact of conversions on 
the money supply (M-1). The program will have marginal 
implications for the country's debt problem but it provides a 
new incentive for foreign investment. 


FISCAL POLICY: The 1986 national government expenditure level 
reached pesos 107.2 billion, producing a cash deficit of pesos 
28.1 billion, roughly 4.5 percent of GDP. The Aquino 
government conducted a thorough reassessment of budgetary 
priorities upon assuming power; the revised 1986 budget 
included a substantial commitment to "pump-priming" activities 
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to help stimulate recovery in the rural areas. The CEDP, the 
GOP's vehicle for these expenditures, expended pesos 1.4 
billion in 1986. This program will continue into 1987. The 
Aquino government inherited a budget that was severely squeezed 
by the fiscal drain of the public corporate sector. For 1987 
the problem persists, limiting the government's ability to 
focus on productive expenditures and improved delivery of 
government services. The latest 1987 budget projects spending 
at pesos 120.7 billion, up 12.6 percent from 1986. The 
deficit, at pesos 20.7 billion, equals 2.8 percent of GDP, down 
sharply from 1986. As in 1986, the chief source of the fiscal 
hemorrhage is the public corporate sector, despite improved 
controls. Some public corporate debts have been assumed by the 
national government and now appear as debt service expenditures. 


EXTERNAL ACCOUNT: The overall balance-of-payments (BOP) for 
1986, inclusive of the positive impact of exceptional financing 
(i.e. debt rescheduling and "new money") stood at a surplus of 
$1.3 billion, one-half of 1985's $2.4 billion surplus. Without 
exceptional financing, the BOP would have shown a deficit of 
$566 million for 1986. Notable improvements recorded during 
the year in practically all components were dampened by a $2 
billion contraction in net medium- and long-term (MLT) loans 
due to lower rescheduled amounts and new money inflows compared 
to the previous year, which included arrears for 1983 and 1984. 


The current account, in deficit throughout 1980-1985 rebounded 
to a $1 billion surplus from a $77 million deficit in 1985 as 
the merchandise trade deficit narrowed by $280 million, the 
services account surplus expanded by $757 million, and net 
transfers improved further by $62 million. Trade performance 
is discussed in detail below. Improved performance in the net 
services account resulted from the combination of $503 million 
more in inflows as service receipts received a $300 million 
boost from U.S. aid, called the Economic Support Fund (ESF), 
and $254 million less in outflows as disbursements for interest 
on the country's foreign obligations fell by over $204 million. 


In the capital account, direct investments recovered from a $9 
million deficit in 1985 to a $114 million surplus in 1986, as 
inflows grew by $62 million and outflows contracted by $61 
Million. The net short-term capital outflow narrowed by $917 
million as higher net repayments posted in 1985 reflected 
essentially the conversion of non-monetary liabilities into 
monetary liabilities under the Trade Facility. 


EXCHANGE RATE: The peso-dollar exchange rate, which 
depreciated by 15 percent in early 1986 due to election-related 
uncertainties, stabilized in March and strengthened for most of 
the year. Still weak import demand and a strong international 
reserve position contributed to the stability of the peso 
during the year. However, if the movement of the dollar 
against other major currencies is considered, the real 
effective exchange rate of the peso dropped by 16.2 percent 
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during 1986. As economic growth continues, import recovery is 
likely to produce a gradual further depreciation of the peso. 


The Central Bank reported a gross international reserve 
position of $2.5 billion as of end-1986, more than double the 
end-1985 level and up by 44 percent from September 1986. 
Reserves received an exceptional boost during the last quarter 
of the year with drawdowns from various foreign financing 
facilities. Further growth of reserves is expected in 1987. 
As of end-1986, reserves were sufficient for 3.7 months of 
imports of goods and services. 


FOREIGN TRADE: The merchandise trade gap fell by 58 percent to 
a deficit of $202 million as exports rose 4.6 percent to $4.84 
billion and imports declined 1.3 percent to $5.04 billion. Of 
the $9.9 billion total Philippine trade turnover in 1986, 
nearly $3 billion or 30 percent was accounted for by the United 
States. Japan and the EEC accounted for 17 percent ($1.7 
billion), and 15 percent ($1.5 billion), respectively. 


DIRECTION OF TRADE, 1986 
(FOB value in million US dollars) 


Japan 

ASEAN 

ESCAP a/ 

EEC 

Mid-East 
Socialist b/ 
Other 


a/ Excluding ASEAN. b/Includes China. 
Source: Foreign Trade Statistics of the Philippines 


The U.S., retaining its position as the country's largest 
trading partner, has held a fairly stable 25 percent share of 
Philippine imports while consistently absorbing about 35 
percent of Philippine exports. The Philippines posted trade 
surpluses with the U.S. and EEC, and a small deficit with 
Japan. Import liberalization, which included the lifting of 
quantitative restrictions on imports of more than 900 
commodities (mostly producer goods) in 1986 alone, favors 
faster growth of imports in the near-term. First quarter data 
support this forecast with imports ($1.39 billion) exceeding 
exports ($1.21 billion) by 15 percent or $182 million... 
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PRINCIPAL IMPORTS OF THE PHILIPPINES, 1985 & 1986 
(FOB Value in million US dollars) 


CAPITAL GOODS 
Non-Elec Machinery 
Elec Mach & Apparatus 
Transport Equipment 
Other 

RAW MAT & INTERMED GOODS 
M/A for Mftr Elec Eqpmt a/ 
Chem Elements & Compounds 
Iron & Steel 
Tex Mat/Embroideries a/ 
Tex Yarn, Fabric & M-U Art 
Wheat 
Other 

MINERAL FUELS & LUBRICANTS 
Petroleum Crude 
Other 

CONSUMER GOODS 

OTHER TRANSACTIONS 


Nm Re 
PORHNWI0 
s 2. s 2 oe 222 
Nh OV UTD U1 01 OV 


TOTAL, ALL IMPORTS 


a/ Mostly raw materials imported on consignment. 
Source: Foreign Trade Statistics of the Philippines 


IMPORTS: At $5.04 billion, 1986 imports fell by 1.3 percent 
from the 1985 level. The 45 percent drop in average prices for 
crude oil between 1985 and 1986 resulted in a $549 million drop 
in the oil bill to $728 million. Crude oil remains the 
country's largest single import. The decline offset increased 
imports of raw materials and intermediate goods (higher by 21.5 
percent or $473 million) and capital goods (up by $76 million 
or 9.6 percent). Expectations of increased economic activity 
in the face of decreasing inventory following two years of 
contraction led to higher imports of practically all producer 
inputs and capital equipment. Textile imports, including those 
on consignment for garment manufacture and re-export, posted 
the largest growth of $124 million. Iron and steel imports 
rose by $69 million, a 51 percent improvement over 1985. 
Preliminary data for the first quarter of 1987 show an 1l 
percent rise in imports over the first quarter of 1986. 
Continued growth was reported for capital goods (50 percent 
higher), raw materials and intermediate goods (up 18 percent) 
and textile materials (higher by 27 percent). On April 1, 1987 
the Philippines began using the comprehensive import clearing 
program by the Societe Generale de Surveillance for imports 
from Japan, Hong Kong and Taiwan. 
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PRINCIPAL EXPORTS OF THE PHILIPPINES, 1985 & 1986 
(FOB value in million US dollars) 


NON-TRADITIONAL EXPORTS 
Elec & Elec Eqpmt a/ (13.0) 
Garments & Textiles b/ 20.1 
Copper/Nickel/Iron Ore (16.8) 
Bananas/Raw Coffee 36.1 
Fish & Processed Food 26.3 
Chemicals 62.0 
Other Non-Traditional 2-6 

TRADITIONAL EXPORTS (2.13 
Coconut Products 2.4 
Mineral Ores & Conc. 9.9 
Sugar Products (44.3) 
Forest Products 1.0 
Fruits & Vegetables 0.7 
Other Traditional (21.2) 

OTHER TRANSACTIONS 130.8 


TOTAL, ALL EXPORTS 


a/ Mostly semiconductors made from consignment imports. 
b/ Regular apparel exports and consignment exports. 
Source: National Census & Statistics Office 


EXPORTS: The 4.6 percent growth in the value of 1986 exports 
reversed the 14 percent decline of 1985, with non-traditional 
products accounting for the over-all growth. Increased demand 
for garments and textiles, chemicals, raw coffee, bananas, 
shrimp, prawns and copper cathodes accounted for most of the 
5.2 percent rise in export value for non-traditional products. 
In comparison, aggregate export earnings from traditional 
products declined by 2 percent after a 29 percent drop in 

1985. Gold, now the country's most important mineral product, 
is commanding generally improved prices in the world market and 
has offset most of the decline in traditional exports' earnings 
with a 40 percent growth. The liberalization of imports of 
producer inputs, the growing investment in export-oriented 
industries, the abolition of almost all export taxes, and 
improved gold prices are expected to fuel growth in exports 
(especially non-traditional products), which are projected at 
$5.3 billion in 1987. First quarter 1987 data shows 10 
percent growth in exports (reaching $1.21 billion from $1.10 
billion in 1986), accounted for largely by non-traditionals. 


LABOR: Unemployment for January 1987 stood at 11.2 percent (an 
improvement over January 1986's 12 percent). The Philippine 
economy added about 345 thousand job hunters to the "employed" 
category between July 1986 and the end of January 1987. The 
labor force increased by about 382 thousand during the same 
period. Unemployment in the National Capital Region (NCR) 
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remains high, running at 25.4 percent as of January 1987. In 
the monthly government survey of key manufacturing enterprises, 
both employment and earnings have improved in 1987 over the past 
year. The index of employment for January 1986 was 93.8 (1985 
equals 100). In May and June it dipped to a low of 92.5. In 
January 1987, the index reached 97.4 and rose to 98.5 by 
February. Earnings showed a January 1986 index figure of 104.1 
and a June figure of 112.8. By the end of February 1987, the 
index had risen to 119.5. Value of production per worker also 
has increased on the same index. The January 1986 figure was 
95.7 while the February 1987 index reached 108.5. 


Strikes in 1986 reached a record high of 581 with 3,652,517 
man-days lost. The number of strikes and man-days lost to 
ongoing strikes during the first four months of 1987 are below 
1986 averages but are still rather high. In the corresponding 
period in 1986, there were 186 new strikes while man-days lost 
totalled 1,187,474. There were 173 new strikes declared during 
the first 4 months of 1987 with 615,895 man-days lost. There is 
some concern that the end of the national election campaign may 
herald an upturn in industrial disputes. 


PROSPECTS FOR THE FUTURE: While a recovery is clearly underway, 
evidence of the increased private investment needed to sustain 
it in the medium-term is tentative. The "“wait-and-see" attitude 
prevalent during 1986 appears to be fading as various industry 
sectors indicate plans to expand in 1987 to meet rising demand. 
A new Investment Code has been prepared but is not yet in 
effect. The GOP has targetted 6.5 percent GNP growth for the 
1987-91 period. Independent forecasters predicted somewhat 
lower growth, in the 3 to 5 percent range, at the end of 1986, 
but more recently have revised their projections upward, toward 
the official target. Initial government estimates place first 
quarter 1987 GNP growth at 5.53 percent above the same quarter 
in 1986, with the industrial sector growing by 9.9 percent, 
services by 5.6 percent, and agriculture by a lesser 1.8 percent 
due to a drought. Stronger growth in 1987 than in the 
medium-term appears likely at this time. 


A new 18-month standby agreement with the IMF (total SDR 422 
million) was finalized in late 1986, including a compensatory 
financing facility of SDR 224 million. Under this program, the 
government has set monetary and fiscal targets that are 
consistent with its growth projections, and has undertaken 
structural reforms in import liberalization, taxes, reform of 
government financial institutions and other public 
corporations. These structural reforms are also supported by a 
$300 million World Bank economic recovery loan, and most of them 
are well underway. Official creditors of the Paris Club agreed 
to the rescheduling of credits for 1987 and half of 1988 in 
January 1987. The commercial creditors' advisory committee 
approved a six-year rescheduling, including previously 
rescheduled debt, in March 1987. These agreements will provide 
a useful breather while the economy resumes expansion. 
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IMPLICATIONS FOR THE UNITED STATES 


The ratification of a new Constitution in February 1987 was an 
important development in Philippine political history. The 
success of the Overseas Private Investment Corporation (OPIC) 
Investment mission which visited Manila two weeks after the 
ratification of the charter is additional confirmation of U.S. 
investors' confidence in the country. Immediate investment of 
approximately $45 million was announced at the completion of 
the mission and other mission members are actively planning to 
invest in the country. In addition, the mission's positive 
reaction was noted by other segments of the U.S. business 
community, producing increased interest in exploring new 
opportunities. 


Several new policies could spur trade activities. These 
include the lifting of the $50,000 import ceiling on all 
capital equipment, the reduction of the required reserves on 
deposits on letters of credit from 100 percent to 50 percent, 
the reduction of maximum corporate income tax from 55 percent 
to 35 percent, the removal of export taxes on all products 
except logs, the liberalization of the import requirements for 
over 900 items, and the plans for 1988 implementation of a 
value added tax (VAT) to replace a cumbersome turnover tax. 


There has been a 23 percent increase in the total imports from 


the United States during the first two months of 1987 compared 
to the same period in 1986. Major imports from the United 
States include capital equipment, chemicals and related 
products, and food and manufactured products. Business 
opportunities for U.S. firms also exist in the following 
sectors: agribusiness, computers and related equipment, 
telecommunications equipment, construction, safety and security 
equipment, and food processing and packaging equipment. 


TRADE PROMOTION EVENTS: 


June 23-24, 1987 U.S. Machine Tool, Metalworking 
and Finishing Equipment, RC 

July 13-14, 1987 - Safety and Security Eq., TM 

July 27-28, 1987 Multi-State, RC 

August 27-28, 1987 - U.S. Hospital/Medical, RC 

TM - Trade Mission RC - Regular Catalog Exhibition 


INVESTMENT CLIMATE: Prospective U.S. investors can utilize the 
existing programs and incentives of the Board of Investments 
(BOI). The "one-stop shop" of the BOI is now fully operational 
and can process investment applications in 10-20 days. Changes 
to the 1981 Omnibus Investment Code have been proposed to 
consolidate various incentives and to provide tax holidays to 
BOI-registered firms. However, some changes are controversial 
and they are not yet approved. Potential investors are urged 
to contact their local USDOC District office for details on 
investing in the Philippines. 
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